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PIMA COUNTY GOVERNMENTAL CENTER
130 W. CONGRESS, TUCSON, AZ 85701-1317
(520)748661 FAX (520)74018171

C.H. HUCKELBERRY
County Administrator

August 28, 201 O
Arizona Com0ration Commission

DOCKETED
Mr. Steven M. Oleo
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

SEP 1 2010

Re: Docket No. E-oooooJ-1o-ozoz

Dear Mr. Oleaz

I appreciate this opportunity to respond to items contained in the August 2, 2010 letter of Mr.
David Hutchins of Tucson Electric Power (TEP), which is part of the above referenced docket.

• Renewable Energy Credit (REC) cost discrepancies. TEP's 2010 Renewable Energy
Standard & Tariff (REST) documents filed with the Arizona Corporation Commission
(ACC) presented two dif ferent MWh amounts on two dif ferent exhibits. When the
Pima County Procurement Department calculated the TEP REC cost at $0.0960, it was
using TEP's Exhibit 1 (Page 23). which shows a 2010 'Total MWH" of 118,318 and a
2010 "TEP Utility-Scale Budget" of $1 1,331,633. The budget amount divided by the
MWh resulted in a cost of  $0.0960 per kph. Bv contrast, TEP Exhibit 2 (Page 27)
contains footnote "ea," which bases TEP's REC cost on a dif ferent MWh amount
(190,567) and states the REC cost is $0.595 per kph. We understand from Mr.
Hutchens' let ter that TEP's ut i l i ty-scale REC is the amount noted on Exhibi t  2
(so.5es,fkwhi.

Aggregated Net Metering's (ANM) abil i ty to optimize economic ef f iciency. Pima
County does not question the utility-scale REC price of $0.062/kWh presented in TEP's
letter docketed on June 10, 2010. To the contrary, this REC price demonstrates that
ANM can achieve greater economic ef f iciencies for Pima County residents and
ratepayers. If ANM is approved, an ANM customer can generate much more power per
ratepayer-funded RES dollar than a utility. Based on quotations from reputable PV solar
system providers. we believe we can establish Distributed Renewable Energy (DRE)
solar systems via solar service agreements for photovoltaic DRE with only a $0.03 to
$0.04/kWh REC (PBI), depending on the system scale and site.
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Mr. Steven M. Olga
Re: Docket No. E-00000J-10-0202
August 26, 2010
Page 2

In his letter, Mr. Hutchens questions the above numbers, but his skepticism appears to
be based on outdated and incomparable information. He is correct that Pima County's
prior solar proposals have required more costly RECs, but that was when solar system
costs and REC prices were much higher, and the County's proposals were for smaller,
1 to 2 MW projects because we have been substantially constrained by current net
metering rules. Pima County contemplates larger projects with ANM, and at least one
us Department of Energy forecast contemplates the price of utility-scale solar power
will continue to drop, perhaps to as low as $0.06 cents per kWH in 201 5, as a result
of federal stimulus fund investments and incentives. (US Department of Energy Fact
Sheet at Meal/Qpps1 .eere.er\ergy gov/news/progress. a5e3883g1fpa 8cu3§_Q. 8/24-/1 O).

As my June 18, 2010 letter to you documents, Pima County has expended considerable effort
and resources to collaborate with TEP regarding implementation of the ACC's renewable energy
programs. We value TEP's contributions to advancing solar energy renewable projects and desire
to cooperate with them in this endeavor.

We remain conv inced ANM of fers an excel lent win-win solution to the "Load/No Land and
Land/no Load" circumstances created by existing net metering rules and that, with the ACC's
leadership, an innovative ANM program for Arizona can be developed. We do not desire anything
more than assisting in the substantial generation of renewable solar energy given our unique
circumstance of having substantial load centers with little additional land at the load location and
acres of  public land available for solar generation but without a nearby load. An effective
alternative ANM program will greatly improve our ability to assist in developing renewable solar
energy.

Sincerely,

C
c.H. H
County Administrator

Q S
uckelberry

CHH/mik

Attachments

c: Th'e Honorable Chairman and Members, Pima County Board of Supervisors
Chair and Members. Arizona Corporation Commission
Janice Alward, Chief Counsel, Arizona Corporation Commission
Docket Control, Arizona Corporation Commission
Jodi Jericho, Director, Arizona Residential Utility Consumer Office
David Hutchins, Vice President, Energy Efficiency/Resource Planning, Tucson Electric Power
C. Webb Crocket, Director, Fennemore Craig, PC
Kevin Fox, ANM Workshop Moderator
Reid Spaulding, Director, Pima County Facilities Management
Tedra Fox, Pima County Sustainability Manager
Terry Finefrock, Chief Contracts and Procurement Officer, Pima County Procurement
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Exhibit 2
TEP Renewable Energy Standard Tariff

Cost Recoverv Factors Definition for 2010
Total REST Budget 2010: s 37,139,897

11 .331 ,ear
4a0,000

200,000

10,000
25,000

s
s
$
$
$
$
$
s
$

Purchased Renewable Energy:
Above Market Cost of Conven!ional Generation calculated annually cm hourly data per MCCCG Matrix "

Tramndssion direct-use east*

Transmission line»loss cost

Grid rmnagennemt ancillary services and day-ahead unit crmmilznent cost

Grid stability analysis cost allocation, EPRI research, & other RB research costs "

Fuel and rmintenmnce S assoc. w/ increased CT use and load range rannp cycles to manage over/u1nd4er scheduled RE

RFP preparation, issue and evaluation oust "

Independent Audio cost "

Lass afrevemac fiumn of&system sake due W transmission constxainls created by transmission allow. to RE PPA

Labor overland allocation cost for purchased renewable power contracts nr
In-state renewable nesomoe economic development premium payment cost

T o t a l

s
.3
s

50,000
as,o0o

12,131,633

10,279,825
7,220,479

750,000
90,000

180,000
too,ooo
92,000
75,000

400,000
s00,000
500,000

Customer Sited Distributed Renewable Energy:

Up-timnt subsidy payment an customers' cost n
Annual production-based performance payment to customers' cost in

Builder solar euueugy systeuu proglwu be

InMorconnecljcn aid net meter application processing Inbox' cost u

Acceptance testing cost be

Customer nenmacax sw en cost "'

Annual meter reading cost n

Support tools, materials, uausponation and supply cost he

Direct 'mtcnnal labor cost for adnntinisnarian of the customer sited renewable genclation vf<>s1=m bl

Outside services and inllrmll labor tor outreach, nnxketing materials, education and website maintenance cost bl

Grid management cost study, EPR] research, aid ollner RE reseansh bk

Grid stability analysis and imcnaonnection cost allocation

Cost-of-service contracts for outside labor for inspections and maintenance an

Loss ofnevcnuz Hom the Fixed-cost portion of customer charges displaced by customer self generation

Utnizy Performance Incentives
Customer Self-diuloctcd Ptcgxam

s
s
s
s
s
s
$
$
s
$
$
$
s
s
$

_L
sT otal

100,000
1,275,000

215,398
210,000

22,187,702

50,000s
s
s
s
s4

Information Systems Integration Costs:
Annual administrative CC8cB cost debase upgrades u
Database and customer iinxerlOce program development and ptogam revision cost

Capital A&G load allocaiioms for above development work

CC&B 'morememal transaction allocation cost for CC&B suppcun :I

Work Management System work type and time clmgixug expansion

Geospatial Information System integration
Asset Management System data repository integration

To t a l

s

$ '
s

so,000
100,000
100.000
100,000
400,000

64,449
10,340

10,000

Net Metering:
Direct material cost formems 41

Direct energy credit purchase cost (12 mo. True-up) Ru

Time-of-Use Nd Metering Program development cost

Net Metering data interval recording for load research and paroglnln menl'cs evaluation 4:

Communications for Net Metering data retrieval

To t a l

s
$
s
s
s
s 444,186 I

Reporting:
Anmml¢°,m,|i|,,,"Rq,m¢u,dI1"n1I8¢04-
A||ml||ulPlmni|m||mdIm|zIa1ue1|h|iuuRspcutlndllellingcolt'
Anm nnrn i sm iewuuhwugean*

Total

50,000
100,000
100,000
250,060
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$
s
$
$
$
s
s
s
s
s

2s0,000
25,000
15,000
1o,ooo
10,000

Outside Coordination and Support:
Support provided to University research projects (et. AzRise) "

Support tlxrough providing information ad answering questions ofnatiomial energy labs cost m

Support through providing information: and teslisng equipment ofrenewable energy equipment vendors cost u

Responding M renewable energy questions firm non TFP customers' cost u

Support ofoutside service territory renewable energy interest cost Se

WREGIS and other renewable energy certification agency fee cost

Utility Wind Interest Group fee cost nr

Solar Electric Power Association fee cost "

Other renewable emersaf association fees as needed cost n

Training, navel, nlennmmnps, periodicals, ere. ws: n
Labor allocation most for onside coordination ad support n

T o t a l
8_
s

5.000
4.500

10,000
a0,000

115,000
s24,soo

4oo,ooo
4,000,000
3,500,000

50,000

Renewable Energy Hardware Development:
Techuurology development project - gmunrl source heat pumps, solar test yard, residential wind generation, etc. most al

Sprilngerville addition 1 MW

AzkisenumtchingbuildounfbrSlimulus funds~ IMW
Energy storage demonstration project cost "
Operation alum nniulenense ofrenewlble generation systems most "

Renewable energy resource uammiwring vwslw cost "
Support of Arizuna-wide nnewabk energy sulks cost u

Up»&ont timlded lenewabk technology construction cost ll'

Development of wind and solar fmecusting pmgnlm costs "

Devclnpmern of load-shed systenu for managing rapid changes in renewable energy generation levels cost n

Prnpertytaxes, sales Urns Md insurance forrenewabk energy hardware costs
Labor overhead, Stores loads, allocation cost for renewable energy hardware development u

To t a l

2010 Program Cos!

Overcollectlon of REST Funds from 2008

s

s

sGrand Total

s
s
s
s
s
s
s
s
s
s
s

*. . _
s 7,950,000

43,518,824

(s,44s,7z7)

37,139,891
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ea: 190,567 MWl\ @ $59.46 per MWII above cost of MCCCG - Purchased Power. Contracts are in addition to existing power purchase
contracts, colt: are incremental and cnuwd by renewable purdzasad power contracts.

ah: Con of acquiring transmission from a MM party provider for die 4141 quarter of z010.

ac' Cost ofperformlng annual analysla of lmurly delivery intermittencies on grid atablllty in order W better understand grid impact of
Intermittent generation sources. Also used to enhance forecasting of renewable development This reseaeh ll lo addition to editing power
purchase analysll. Also Includes cans for research performed by EPR! and other sources.

ld: Internal development, review, posting, every response, evaluation, contract development and done out - intennul TE? personnel, 120
houri. RFP: are In addition to existing power purchase RFPs, costs are incremental and caused by renewable purchased power.

ah: Historic cut basil.

of: Contract administration, settlement review, pnymnent approval, internal overhead .- Internal TEP personnel, 200 boon. Contrlcti are ll
addition an existing power pursue contracts, costs ere incremental and caused by renewable purred power contract.

be* Residential & Small Cnmmcrdal .. est. 75% will be PV, 25% will be SDHW. See Exhibit 1

be: Commercial PBI: Sdlr PV ... l00% " 21.7 GWlliyr/ @ $0.16 = $3.5M. Additional payments from 1008-1009 add $3.7M.

be: Aslumel an Incremental .50 /watt DC for 300 homes with an average pall s'~ of5kWDC.

be: lissome 1 FTE - 601 PV ulla & 365 hat alter/wind @1000 units/penon/yur.

be: assumed FTE - 601 PV lllllifl &365 hot water/wind @500 unit:/penon/year.

bf: legume 2 FTE - 601 PV udts &365 boy water/wllnd @500 units/penodyesr + lugs commercial.

be: Historic cast bali

be: Veluddea, small Was, and eamumnblu for z mobile units

bl: 3 ¢umeMlnw/mamgedU people

by: Direct-outreach education expense with pruvlden. Includes media pnrehnes, printing, and design.

bk: Sandy to perform cost/hauNt analylx of dlltlihuted generation to TEP apedNc grid chaucterlltkx. Will l.llow TEP in deurmlne London
preferences for DG, revenue Iona, other com or bandit. Also includes research performed by EPR! or other sources.

bl: Uwd for annual inspection, customer luppnrt. Based on historic cast: extrapohlwcd to 1,200+ customers from S2§,000ly¢ar for300
clutnmeri.

ca: Estimate - disenvery in pl-agrus - new programming.

Cb: Estimate -. discovery in progrua - database upgrades.

do: approximanly 546 net moen @ S11s incremental cast per meter

db ENimxte based upon approx. 1400 PV systems @ average 148 kph credit @ $0.05 per kph

do: Future One-Quarter ams for an energy nalylt w cailate ¢1ata, prepare analysis and review can Impacts and effect on lost revenues of net
metering.

ea: I-lllwrk cos! basis, extrapolated to a larger program with more reporting flaws.

Eb: l-Iistork: cost bull, extrapolated to a larger pmgrnm with more reporting factors.

ac: Historic cost basis, extrapolated to e larger program with more reporting factors.

fa: Fumlding support for projects to fund renewable ruenrdl at ouch entities as Azan.

Tb: I-llsmric cost basis, extrapolated w a larger program with more reporting factor. Program manager level respondent.

ac: Historic cost basis, extrapolated to a larger program with more reporting factors. Program manager level respondent.



rd: Historic colt halls, extrapolated to a larger program with more reporting factors. Adminlltrative level respondent.

fe: Historic cost basis, extrapolated to I larger program with more reporting facers. Administrative keel respondent.

ff: AWEA and pounds] As spedllc wind development

kg: Historic baled.

ah: Historic based. Biomass, geothermal, etc.

ii: Historic based

ii: Historic cast basis, extnpdnlzd to I larger program with more reporting factors.

go: Estimated based on project Sm um mu.

go: Esdmntad bred on project ill and mix.

go: Historic based. OH, DAMP Md SASS

Gd: Historic based.

Ge: Historic band.

gr: Operating I-leadquarten Test Yard

go: Matting funds for grand In application.

gt: Matdnlng funds for grants In application.

gt: Hllhirk bind-

gi: Cllcudlted as 10% oflnlcrnll llhor costs ' $0 plus 2% of transaction costs = SO ToM ms SO

i
I


